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Here"s one way lo •.• 
Overcome the Surplus Problem 
A land retirement program offers one positive way of handling the sur-
plus problem. And agricultural economists at Iowa State have come up 
with some estimates of the costs and effectiveness of one such program. 
by Walter Butcher and Earl 0. Heady 
T HERE have been many at-tempted solutions to the farm 
surplus problem. But the sur-
pluses are still with us, still grow-
ing. Land retirement-on a large 
enough scale-offers one possible 
way to solve the immediate prob-
lem. And, depending on the meth-
od used, it could provide a step 
toward solving the long-run prob-
lems of agriculture. 
A study we've made of the 
costs of land retirement in Iowa 
throws some light on the possibili-
ties of this type of program. The 
study was made at Iowa State in 
cooperation with the Farm Eco-
nomics Research Division, ARS, 
USDA. Before we look more 
closely at these possibilities, 
though, let's make a quick review 
of the problems to be overcome. 
What's the Problem? 
The over-all farm problem can 
be divided into three closely re-
lated parts: 
Farm Income: Farm families, 
and just about everyone else as 
well, agree on one thing- they'd 
WALTER BUTCHER is agricultural econ-
omist, Farm Economics Research Division, 
ARS, USDA , stationed at Iowa State. EARL 
0. HEADY is executive director of the Cen- · 
ter for Agricu ltural and Economic Adjust-
ment at Iowa State. 
like to have more income. And, 
over the past 10 years, incomes 
of nonfarm people have risen 
about 3 percent each year. But 
farm families haven't shared in 
this otherwise general prosperity. 
Farm incomes have remained 
about constant, while other in-
comes have been rising. The gap 
between the two has been widen-
ing, and farm fami ly net incomes 
now are qu.ite a bit lower than 
those of nonfarm people. As a 
result, many people would agree 
that farm families should have 
more income. 
Individual farmers have tried 
to raise their farm incomes in the 
only way open to them- by in-
creasing output. Added together , 
the results of all such individual 
efforts have led to increased na-
tional output. This, in turn, led 
to lower prices in the market and, 
eventually, to even lower farm in-
comes. 
Thus, the approach most often 
suggested and tried has been to 
hold prices up by moving output 
down. The trouble here: A farm-
er aoting alone has no chance to 
help himself in this problem. 
Surpluses: The nation , in the 
past, has attacked the farm in-
come problem through price sup-
ports on basic commodities. If 
prices could be held steady, a 
farmer 's income would rise as fast 
as his productivity. But, as pro-
duction has increased, not all 
could be sold on the market at 
those prices. And the government 
was committed to buy up the sur-
plus. 
Acreage allotments and mar-
keting quotas were introduced to 
hold down production and there-
by to reduce the amount of sur-
plus the government would have 
to buy. But the continually 
mounting surpluses provide evi-
dence that these production con-
trols didn't get the job done. 
Yield increases wiped out the ef-
fect of acreage decreases, and di-
version of land to uncontrolled 
crops spread the problem. 
Production control has always 
been difficult for feed grains. Di-
rect controls were taken off of 
corn in 19 5 9. They were never 
tried on the minor feed grains. To-
tal feed-grain carryover going into 
1960 is about four times larger 
than normal during presurplus 
years. Stocks of wheat also are 
large. The cost of handling and 
storing the surplus commodities 
has risen to more than a million 
dollars per day. Almost everyone 
would now agree that something 
should be done to stop the accu-
mulation of surpluses. 
Adjustment and Efficiency: 
While these surpluses have been 
building, the technological changes 
which have helped to increase 
production have been having an-
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other effect on the farm scene. 
Mechanization has made it pos-
sible for each farmer to handle 
more land. The number of farms 
has been steadily declinmg. More 
than 40 percent of the farm trans-
fers in 1959 were for farm en-
largement. 
Each year many men who used 
to farm or who'd like to farm 
move to nonfarm jobs. Such a 
move isn't so serious for a young 
person not yet established in 
farming. For an older person, 
with considerable capital aru::l 
years of work committed to farm-
ing, the move is more serious. 
Farm people aren't the only 
ones worried about adjustments. 
Concern about the Soviet chal-
lenge has prompted interest in na-
tional economic growth. A high 
growth rate requires that our na-
tional resources be used efficient-
ly. The economic indicator of 
national efficiency is the rate of 
return that resources are earning 
compared with what they might 
earn in other uses. Low returns 
to agricultural resources indicate 
that national income might be 
raised if some of these resources 
were shifted to other uses. 
Farm Program Goals: With the 
parts of the over-all problem out-
lined, the goals that any farm 
program should strive to achieve 
are easier to see. They might be 
listed like this: ( 1) to work to-
ward better incomes for farm peo-
ple; (2) to prevent further accu-
mulation of surpluses; (3) to en-
courage efficient use of resources 
within agriculture and to aid farm 
people in making the adjustments 
which help to bring about balance 
between agriculture and the rest 
of the economy. Since govern-
ment expenditures usually are in-
volved in farm programs, a fourth 
goal might be added: ( 4) to keep 
the expenses needed to accom-
plish the first three goals at a min-
imum. 
This last means that, for any 
two programs that would work 
equally well to accomplish the 
other goals, we'd choose the one 
requiring the smaller expense. It 
doesn't mean, however, choosing 
the program of least cost if it 
wouldn't be effective in accom-
plishing the other goals. 
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No single program will do as 
good a job as we'd like on all of 
these goals. And any program de-
signed to reach one goal is certain 
to have an effect on the others. 
The task is to pick the one pro-
gram or combination that does 
the best job on most of them. 
A Land Program . . . 
Now let's look specifically at a 
land retirement program as a 
means of controlling our excess 
farm production capacity. Some 
people are thinking more and 
more that this type of program 
may provide the best way of han-
dling the farm problem in terms 
of its related parts and goals. 
How Would It Work? Many 
different types of land retirement 
programs have been proposed or 
suggested. All have the same 
basic idea-to hold down the sup-
ply of farm products by taking 
land out of production. But vari-
ous types of programs would go 
about it in different ways. 
We couldn't study and analyze 
all possible types of land retire-
ment programs that might be 
used. So we concentrated on a 
type of program that would be 
similar to the present Conserva-
tion Reserve. It could be briefly 
described as a voluntary program 
offering long-term contracts in all 
parts of the country. Payments 
for retiring land would vary ac-
cording to the land's productivity, 
and heavy emphasis would be 
placed on taking out whole farms. 
Improve Farm Income? A land 
retirement program could improve 
income in two ways. The most 
direct would be the payments go-
ing to farmers. They'd be giving 
up, however, the income that 
could be earned from farming or 
from otherwise renting out their 
land. So the balance of gain from 
this source would be rather small. 
The most important boost to 
higher farm incomes from a land 
retirement program would be 
through higher prices for farm 
products than would otherwise be 
the case. The "price support" ef-
fect is brought about by reducing 
market supplies of farm products. 
With enough political support 
and sufficient program funds, it 
would be possible to get almost 
any desired price-support effect 
just by varying (through price) 
the amount of land withheld from 
production. 
As a reasonable goal in our an-
alysis, we said that a land retire-
ment program should do at least 
as much to maintain prices as the 
old support-storage program. The 
big difference would be that a 
land retirement program wouldn't 
in itself cause or continue the ac-
cumulation of surpluses. 
Control Surpluses? To find out 
how much land it would take to 
stop the surplus buildup without 
a serious price fall, we looked first 
at feed grains-where the biggest 
buildup now is occurring. 
Chart 1 shows the trend lines 
for production and use of feed 
grains in the United States. Ac-
tual production of feed grains 
fluctuates around the general 
trend line because of variations in 
weather. Many farmers, however, 
vary their livestock production so 
that all the grain they raise is fed 
on the farm. As a result, annual 
use follows production in its 
movements above and below the 
trend lines. 
The gap between the produc-
tion and use lines represents the 
net addition to surpluses. This 
trend is shown by itself in chart 
2. In this case, the trend has been 
quite consistent since 19 5 2. In 
the feeding year ending Sept. 30, 
19 5 9, the trend lines show an ex-
pected addition to surplus of 8. 7 
million tons. The actual accumu-
lation was about 8 million tons. 
The growing seriousness of sur-
plus problems can be seen from 
the upward slope of the trend line 
in chart 2. On the average, we've 
been adding to surpluses each 
year about 600,000 tons more 
than the year before. So sur-
pluses not only grow each year, 
but they also grow more rapidly 
each year. 
To stop the accumulation of 
feed-grain surpluses in 1960, we'd 
need a reduction of about 9.3 mil-
lion tons-a little over 6 percent 
of expected production. Each year 
after that, for as long as present 
·trends continue, an additional 
600,000 tons of potential produc-
tion would need to be withdrawn 
to overcome the differences in 
growth rates for production and 
use. 
With current yields, it takes 
just about a million average acres 
to produce a million tons of feed 
grains. So we'd need to withdraw 
about 9 .3 million acres from feed-
grain production to reduce ex-
pected production by 9 .3 million 
tons. 
In Iowa about 98 percent of 
our cultivated cropland raises feed 
grains or soybeans. So solving 
the surplus problem of feed grains 
would mean that things were 
pretty well under control for Iowa 
alone. 
But, for the country as a whole, 
it's important to consider wheat 
surpluses also. Should wheat acre-
age be reduced greatly, the land 
could easily be shifted to feed-
grain production. And if wheat 
acreage isn't reduced but the price 
of wheat is allowed to fall, wheat 
could become competitive as a 
livestock feed. Either method of 
dealing independently with the 
wheat problem would add, in one 
way or another, to the feed-grain 
surplus problem. 
Surplus stocks of wheat are 
large, but additions have been 
coming at a slower rate for the 
last few years. With average con-
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ditions, expected additions to 
wheat surpluses in 1960 will be 
equivalent to the production of 
about 2 million acres. With cur-
rent production and use trends, 
the rate of expected additions to 
surplus will increase by the equiv-
alent of about 900,000 acres each 
year. 
Adding the 9 .3 million "surplus 
acres" of feed grains and the 2 
million of wheat gives a total of 
about 11 .3 million acres expected 
to produce surplus grain in 1960. 
Can a land retirement program 
take this much land out of pro-
duction and stop the accumulation 
of surpluses? 
Past experience shows that 
about a third of the cropland com-
ing into a general land retirement 
program would normally produce 
nonsurplus crops or no crop at 
all-land for summer fallow or 
land with a crop failure, for ex-
ample. So it would take roughly 
15 million acres of average crop-
land to achieve a 10.6-million acre 
reduction in land producing grain 
crops. And about 2 million more 
acres would have to be withdrawn 
each year to offset rising produc-
tivity. By 1965 the needed reduc-
tion would be up to 2 5 million 
acres if current trends continue. 
A reduction of 15 million acres 
amounts to a little less than 4 per-
cent of all cropland in the nation, 
in addition to the 7 percent (28 
million acres) in the Conservation 
Reserve in 1960. And, if the land 
taken into the land retirement 
program were below average in 
productivity, even more acres 
would be needed. 
Work in Iowa? About 675,000 
acres of Iowa cropland now are 
in the Conservation Reserve. This 
is about 2. 7 percent of Iowa's 2 5 
million acres of cropland. Par-
ticipation in the 19 5 9 and 19 60 
Conservation Reserve programs 
indicates that Iowa farmers are 
willing to enter this kind of pro-
gram- if they receive enough pay-
ment to equal the return from 
their alternatives of farming or 
renting the land. Applications for 
1960 contracts at an average rate 
of $19 an acre were greater than 
available funds could handle. So 
it seems reasonable that more 
land could be rented at a higher 
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rate-in fact , even at the present 
rate of $19. 
To check on the possibilities for 
expanding the Conservation Re-
serve and to find out just how 
much it would be necessary to 
pay, we interviewed 222 Iowa 
farm operators and 9 S landlords. 
About 60 percent of these were 
located in south-central Iowa; the 
rest, in north-central Iowa. An-
swers to our questions indicate 
that a land retirement program is 
generally acceptable to farmers. 
Here are responses to some of the 
key questions: 
W hy haven't you put your land into the 
Conservation Reserve 7 
50%-" It doesn't pay enough." 
20%-" I wouldn't have enough feed left .... " 
14%-"The ... contract ... just doesn't suit 
me 
11%-"I don't think it's moral lv right." 
5%-" l've just never thought about it." 
How much payment per acre wou ld you 
have to have right now before you'd be will-
ing to put your far m into the Conservation 
Reserve? 
Rate 
per 
acre 
Percent of farmers accepting 
given rate or less 
s.c Iowa 
$20 ...................................... 8% 
25 ..... 20 
30 ...................................... 40 
35 .................................. 53 
40 .............. 65 
45 .................................... 77 
50 ............ .......................... 78 
N-C Iowa 
2% 
8 
22 
33 
48 
59 
71 
How many farms, acres and 
dollars of payment would it take 
to get Iowa's share of the kind of 
feed-grain production cutback 
we've been talking about? 
To get at this , we used farmers ' 
estimates of the payment rate 
they'd have to have to put their 
land into the Conservation Re-
serve. Production, rather than 
acreage, is the important thing. 
So we selected from our sample 
those farms that "wanted" the 
smallest payment in proportion to 
the grain production of the farm. 
In other words, we kept the an-
nual cost per bushel of production 
control as small as possible in line 
with the goal of keeping govern-
ment cost as low as possible. 
Despite a 17-bushel average 
difference in corn yield between 
the two areas, we found that the 
cost per bushel of getting a given 
percentage reduction in grain pro-
duction was nearly the same for 
both areas. Southern Iowa, in 
fact, where the rate per acre was 
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lowest, had a slightly higher cost 
for reducing grain production. 
This is at least partly because of 
the importance of forage crops in 
southern Iowa. Relatively more 
hay and pasture are raised in this 
area, and farmers must be com-
pensated for the value of these 
nonsurplus crops before they'll 
take their land out of feed-grain 
production. 
By weighting responses from 
our two sample areas according to 
their acreages of cropland and 
production of feed grains, we esti-
mated the type of over-all re-
sponse that could be expected in 
Iowa. This is plotted in chart 3 
for the state as a whole. The lower 
curve shows the cost per bushel of 
a given percentage reduction in 
Iowa grain production. The up-
per curve shows the same infor-
mation when owner-operated 
farms only are allowed to par-
ticipate. 
Chart 3 
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Three points of particular inter-
est are circled on the curves. The 
first points represent an Iowa re-
duction of 3 .8 percent, corre-
sponding to retirement of 1 S mil-
lion acres of cropland across the 
nation. Cost per bushel is esti-
mated at 40 or SO cents, depend-
ing on whether or not landlords 
are allowed to participate. 
The middle points represent a 
6.1-percent reduction-which cor-
responds to Iowa's proportional 
reduction to stop surplus feed-
grain accumulation. Comparable 
costs are 4S and 60 cents per 
bushel. The last and highest 
points represent an 18-percent re-
duction which, nationally, would 
permit a gradual reduction of sur-
plus stocks over the next S years. 
Costs are estimated at SS or 73 
cents per bushel, depending on 
who is allowed to participate. 
Our estimates for the 6.1-per-
cent reduction - that needed na-
tionally to stop surplus accumula-
tion-show that about 1,100,000 
acres in the state would need to 
be retired to get this percentage 
reduction for Iowa. The cost 
would be about 39 million dollars , 
or an average of $3S per acre of 
cropland. 
These estimates assume that an 
efficient procedure would be used 
to select the farms that would 
give the best "buy" in production 
control. Some would be highly 
productive farms. As the Conser-
vation Reserve now operates, our 
estimates place the cost per bush-
el at 10-lS cents above our "ideal" 
estimates. This may be a fairly 
good estimate of the margin of er-
ror that is bound to arise from an 
ideal situation to an actual pro-
gram situation. 
These cost estimates provide a 
basis for comparing this particu-
lar type of land retirement pro-
gram with other types of land 
retirement programs and with 
completely different types of pro-
grams. The costs could be com-
pared, for example, with those of 
a land retirement program placing 
high priority on taking marginal 
land with high conservation needs 
out of production. Or the costs 
might be compared with the costs 
under a storage and allotment pro-
gram. 
One question remains- that of 
the effects of a land retirement 
program on efficient use of re-
sources within agriculture and on 
farm people in making adjust-
ments. Land retirement, in some 
cases, would aid long-run adjust-
ments by shifting "marginal" 
farmland to grass or trees. But it 
would also tend to idle some of 
the more productive land highly 
suited for farming in the long run. 
This, however, might be a short-
run necessity to deal with the im-
mediate surplus problems. 
A land retirement program does 
provide an income alternative for 
farm people who are making ad-
justments. We'll tell more about 
this in a forthcoming article on 
participants in the current Con-
servation Reserve and what 
they're doing. 
